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Dear Applicant:

We have considered your application for recoonitaon of exemptian
wnder section S0i(c) (&) of the Internal Revernus Coge.

The evidence oresented shows that your organization was Tormed
I i~ (he State of I o the ouroose of
establishing a professional association of merntal health service
providers,. to provide charitable and educational services. and
to engage in other activities mot inconcsistent with N ) s,

The information submitted with vour applicaticon form 1024 states
that vour activities are as follows:

The corporation existe to provade comprehensive mental health
and substance abuse serwvaices throuogh the services (=.Q.
psychotherapy . medication consultation. alcohol ecucationy of
ite member—-providers to the _ community . Thess
sErvices will be delivered when either 1) an individual
regquests such services from the corporation or 2) an entity
(e.0. managed care company. insurer or emplover) contracts with
the corporation to have it provide such services. Yo date no
transaction has taken place. i

The corporation intends to provide the necessary administratave
support {(g.9. billing. informaticnal services) for the menbers
as they fulfill such contractse as indicated above. These
adinirmistrative sesrvices will be provaded by eithsr 1) an
pmoloyves hired by the corporatiorn or 2) contraciec cut to
another entity (e.q. having billimo done by another
corporation). To date our administrative tasks have besn paad
e an administrative assistant hired on & per hour bhasis s
neceded.

The corporation alseo intends to provide substanmtial anmd regoular-
educational support to ite members and the community it ssrves.,
This will be accomplished Lthrouoh various mesns includin
advieory groups for the discussion of individual cases.
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conferences and workshops on ar=2as of interest concerﬁing
treatment and diagnosis of emotional and substance abuse '
disorders. %f
/!
. , &
JThe corporation will alsc provide its own intermal svetem for
overseeino the course of treatment of consumerg - kKnown as
utilization review.
. . T
The organization lists i1ts sources of income ag deriving From
domations and from membership fees,oharged to each member.
Future souwrces of support (as stated) will come from &
percentage of the billed services ovovided by the members. The
rate has not been determimned and jmay vary conlract to contract.
The contracts will oresumably be with the types of entitiss
mentiocned above (e.g. insursrs, employers,. managed cars
companies).

Diebursements to date are stated to have besen for office
supplies., secretarial services, meetino sxpenses and
misecel laneous charaes and fTeecs.

Section SQ1i{c){s) of the Code crovides fTor the exemption from

Federal income tax of businsss leaguss rot oraanized for orofit,

no part of the met earnings of which inuwres to the benefit of
any private shareholdeor or indivadual.

Section 1.5301{(c)(6)~-1 of the Income Tax Regulations defines a
busingss league &8s an association of persons having some Common
business interest,. the purpose of which is to promote such
common interest. Its activities should be directed towaross the
improvement of business conditions in one or more lines of
business as distinouwished from the performance of particoelsre
services for individual persons.

An IRC S01ic)id) organdzation’s oprimary activaty cennot o=
performing particular services Tor menbers.

The activities of & business lesgue must be directed to the
improvement of one or more linmes of business. Whether oo not
activities of a& business lesgues actually lead to real and
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permanent improvement of pusiness conditiorns is immaterial as

long as reasonably prudent businesssmen belisve they will imorove

business conditions.

In the fellowing situations. exemption was denied bescause the
activitises were found to constitute the performance of
particular services Tor individual persocns:

1. & nurses assocliatron which maintains an enployment regzster
primarily for the enplovment of members is not exempt &5 1t is
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the kind of business ordinarily carried on for profit and it i
1 =S

engaoed in rendering particular services for individual osrson
rather than promoting the general business conditions of the

S5
mursing profession. (FRev., Ral. S8-&8%46, 17652 CLB. 262).



2. An organization whose principal activity is to provide a
telephonekanswering service to distribute calls For %Dwinay
service on a rotational basis to its members whe mFC‘+NO *kurk
glners and opsra Lors does not cudllf/ for exemption. {(Revh Bul.
74-308, 1974-2 C.2. 168). .

A. A real estate board whose primary purpoSe orF activity is the
operation of & multiple listimg system is considered to be
rendering particular services for its members. (Rev. Rual.
59-234, 199-2 C.B. 149).

Your organization i1s similar te the above Revenus Rulings in
that your organization provides ssrvices to members as
distinguished from activities directed toward the improvement of
vusiness conditions i one or more limes of busimness within the
meaning of section 1.501(c)(6¥-1 of the Incomz Tax [egulations.

Thus, services Tor members serves as a convenience and sconomy
to members in the concduct of th&ic angividual ousinesses.

focor-dingly . we conclude that vou do mot meet the requirements
2t under sectiorn SOl{ici(6) of the Codge and

Tor sxempt status
propose to geny yolr request for gmption uncer that section.

Weg have also determined that vou fail to guality for exempt
v

status under anv other subsection IRC 304i(cy.
You are reauired to file a taxabole retoarn Form 1050 o 1091 with
the District Director of Intermal Revenus Service. Flease send

the return to the Internal Revenue Service., F.O. Box 1680,
(ST P

Gzneral Fost Office. Brooklyn, MY 11324

1% vou do not agresz with this detsranimation. you mavy reguest a
Conference with the Regiomal Director of Abpeals by protestino
in accordance with the enclosed irstructions within 30 Ccavs.
Frotests suvbmitied which do not contsin &1l the documentation
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stated in the instructiors will be returned for completion.

11 we do not hear from you withain that time,. this determination
will become finmad.

Directol

Erclosure: Fublication 892
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